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THE ALABAMA PREPAID AFFORDABLE COLLEGE TUITION
PROGRAM

CALLED MEETING OF THE BOARD OF DIRECTORS
April12, 2006

MINUTES

Present:
Chairman Kay Ivey
Mr. Ricky Jones
Dr. Mike Malone
Dr. Roy Johnson
Mr. Ed Lewis
By Phone: Dr. Harold McGee
Mr. Bud Pellecchia, Investment Consultant, Callan Associates
Absent:
Mr. Ed Sherling
Mr. Russell Buffkin
Lt. Governor Baxley
Others Present:
Mrs. Daria Story, Assistant Treasurer and Chief Operating Officer
Mr. Anthony Leigh, Deputy Treasurer
Mrs. Brenda Emfinger, College Savings Programs Director
Mr. Roman Mcl.eod, College Savings Programs Coordinator
Mr. Mike Manasco, Treasury Legal Counsel

Pursuant to written and public notice, a meeting of the Board of Directors of the
PACT Program was held in the Office of the State Treasurer, First Floor, State
Capitol, Montgomery, Alabama on April 12, 2006.

Agenda Item I.
The meeting was called to order by Chairman Kay Ivey at 10:05 a.m. Roll was
taken and a quorum was present.

Agenda Item 1L (A.)

Treasurer Ivey presented information on various contract options for consideration
to be offered in the 2006 PACT enrollment period and thereafter. The information
had been mailed to the board members and is attached for reference. After
discussion, a motion was made by Dr. Roy Johnson to offer the following contract
opttons:




Four-Year Contract - 128 semester hours, 5 ftee terms ar a Four-Year
College/University

Two-Year Community College Contract — 64 semester hours. 2 fee terms at a
Two-Year Community College

Two Plus Two Contract — 64 semester hours at a Two-Year Community College
and 64 semester hours at a Four-Year College, 8 fee terms (4 at a Two-Year
Community College, 4 at a Four-Year College)

The motion was seconded by Mr. Ricky Jones with unantmous approval.

Mr. Ricky Jones then made a motion to rescind the approval of a One-Year
College/University contract which was approved at the February 22, 2006 board
meeting.  The motion was seconded by Dr. Mike Malone with unanimous
approval.

Agenda Item II. (B))

Chairman Ivev called on Mr. Bud Pellecchia to discuss the performance of Bear
Stearns. the large cap domestic equity manager. Mr. Pellecchia discussed recent
performance, stating that they had underperformed the benchmark (Russell 1000
Value) for the quarter ending March 31, 2006, with a return of 4.27% vs. the
benchimark of 6.64%,. He added that since inception, their annualized renum was
11.57% vs. the benchmark return of 16.99%. M;. Pellecchia recommended that
the Board accept an offer from Bear Stearns to waive the management fee for
three months, beginning April 1, continue with the manager search and interview
potential candidates at the May board meeting. The performance will be discussed
again at the Mayv meetng,

There being no further business, the meeting was adjourned at 1 1:00 a.m.

yee,

/




THE ALABAMA PREPAID AFFORDABLE COLLEGE TUITION
PROGRAM
MEETING OF THE BOARD OF DIRECTORS
May 24, 2006

MINUTES

Present:

Chairman Kay [vey

Mr. Rassell Buffkin

Mr. Willkie Huff

Mr. Ricky Jones

Mr. Ed Lawis

Dr. Harold McGee

Mr. Ed Sherling

Mr. Tim Vick for Dr. Mike Malone

Others Present:

Mrs. Daria Story, Assistant Treasurer and Chief Operating Officer
Mr. Anthony Leigh, Deputy Treasurer

Mrs. Brenda Emfinger, College Savings Programs Director
Mr. Roman McLeod, College Savings Programs Coordinator
Mr. Sam Dorsett, University of Alabama Intern

Mr. Mike Manasco, Treaswry Legal Counsel

Mr. George Brown, George Brown & Associates

Ms. April Simon, INVESCO

Mr. Bob Crompton, Actuarial Resources

My, Bud Pellecchia, Callan Associates

Pursuant to written and public notice, a meeting of the Board of Directors of the
~rd

PACT Program was held in the 3" floor Conference Room of the RSA Union
Building., Montgomery, Alabama on May 24, 2006.

Agenda Item L.
The meedny was canued w order by CHAINa may Jvey al 10.00 atil. "ol was
taken and a quorum was present.

Agenda [tem 1.
The minutes of the February 22, 2006 board meeting were presented. A motion
was made by Ricky Jones, seconded by Ed Sherling for approval as written. The




motion unanimously carried.  The minutes of the April 12, 2006 called board
meeting were then presented. A motion was made by Ricky Jones, seconded by
Russell Buffkin for approval as written. The motion unanimously carried.

Agenda [tem 1L

Chairman Ivey called on Brenda Emfinger for the program report, which is
attached for reference. Bud Pellecchia then presented the quarterly investment
report. He gave an overview of the economy and manger performance. His report
15 attached for reference. Anthony Leigh gave the marketing report. Ricky Jones
gave the [nvestment Committee report stating that reviews were held from the
Request for Proposals that were issued for a large cap value equity manager and an
international equity manager. Three managers from each asset classification were
selected and recommended to make presentations to the board. Mr. Jones then
asked Mr. Pellecchia to discuss the small cap equity allocation. Mr. Peliecchia
provided mnformation on small cap equities in relationship to the PACT Trust
Fund, stating that he recommended no change in the current allocation. The Board
concurred.

Agenda Ttem TV, (A.)

Chalrman Ivey presented the recommended changes to the 2006 Rules and
Disclosure Statement. After discussion of the changes, a motion was made by Dr.
McGee for approval of the resolution adopting the Rules and Disclosure
Statement, which 1s attached for reference. The motion was seconded by Mr. Huff
with unanimous approval.

Agenda ftem IV. (B.)

Chanman Ivey called on Bob Crompton for a discussion of the 2006 PACT
Contract Pricing. Mr. Crompton presented acmarial assumptions for the pricing of
Four-Year Unrversity Contracts, Two-Year Community College Contracts. and the
Two Plus Two Contract. He also presented pricing scenarios based on the
assumptions.  After a discussion of the assumptions for the Four-Year University
Contract, a motion was made by Mr. Jones for approval of the assumptions using
Proposal 1 and 13% two-vear community college participation for the first two
vears. The motion was seconded by Mr. Huff with unanimous approval.

Mr. Crompton provided information to the board concerning tuition inflaiion for
the two-vear community colleges. He explained that tuition inflation was greater
than the assumed rate of retuwrn on the payments, resulting m pricing where
contracts would be more expensive for newborns than ninth graders. He further
stated that this would likely be the case in the Two Plus Two Contracts. Mr. Jones
stated that the pricing would be a deterrent because it was higher than the current
cost of attendance at the two-year colleges, and the lower pricing for the ninth
grader over infant could be confusing to the consumer. The board then discussed,




in detail, whether or not the Two-Year Contract and the Two Plus Two Contract
would be beneficial to the public. It was the consensus of the board that these
additional products should be analyzed more thoroughly, including pricing, before
being offered to the public. A motion was made by Mr. Jones o rescind the
decision at the April 12, 2006 board meeting to offer a Two-Year Community
Contract and a Two Plus Two Contract and to offer only the Four-Year University
Contract; and to make the necessary corrections to the 2006 Rules and Disclosure
Statement concerning this change. The motion was seconded by Mr. Huff with
unanimous approval. Mr. Jones then made a motion to adopt the resolution
approving the assumptions for the 2006 Four-Year University Contwract. The
motion was seconded by Mr. Buffkin with unanimous approval. The resolution is
attached for reference.

Agenda Item IV, (C.)

Mr. Pellecchia provided information on the three managers selected and
recommended by the Investment Commitiee to make presentations for
international equity management.

The companies and presenters were as follows:

Acadian Asset Management — Mr. Jack Gastler and Mr. Churchill Frankiin
Brandywine Global Investment Management —~ Mr. Craig Scott and

Mr. Safa Muhtaseb

Thornburg Investment Management — Mr, Chris Neill and Mr. Lewis Kaufman
Information diswibuted by each is attached for reference. Following the
presentations, a motion was made by Mr. Sherling to adopt the resolution with
Acadian as the manager selected and Thornberg as a second choice. The motion
was seconded by Mr. Buftkin with unanimous approval. The resolution is aizached
for reference.

Agenda [tem IV. (D))

Mr. Pellecchia provided information on the three managers selected and
recommended by the Investment Committee to make presentations for large ap
value domestic equity management. The companies and presenters were as
follows:

Capital Guardian Trust Company — Mr. Terrv Ragsdale and Ms. Suzanne
Schechter

CS McKee & Company — Mr. Gene Natali and Mr. Greg Melvin

Goldman Sachs Asset Management — Mr. Donald Gervais and My, Michael
Keough

Information distributed by each is attached for reference. Following the
presentations. a motion was made by Mr, Huff 1o adopt the resolution with CS
McKee as the manager selected and Capital Guardian as a second choice. The
motion was seconded by Mr. Buffkin with uranimous approval. The resolution is
attached for reference.




Agenda [tem IV. (E.)

Mr. Jones informed the board that the Investment Committee had reviewed the
proposals received for an Investment Consultant, He stated that based on the
experience with Callan and Bud Pellecchia, and the fees, the commitiee
recommended retaining Callan. He made a motion to adopt the resolution with
Callan as the [nvestment Consultant. The motion was seconded by Dr. McGee

with unanimous approval. The resolution is attached for reference.

There being no further business, the meeting was adjourned at 4:15 p.m.

)

1
;;\/é ! VT
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AGENDA ITEM IV. (A)

Adopted Resolution by the
PACT Board of Trustees at its meeting on May24, 2006

Topic: Revisions to the PACT Rules and Disclosure Statement for 2006 -

WHEREAS, the Legislature has created the Wallace-Folsom College Savings
Investment Plan pursuant to Title 16, Chapter 33C of the Code of Alabama, 1973 in
recognition that the advancement of higher education in the State of Alabama is a proper
governmental function and purpose of the State of Alabama; and,

WHEREAS, the Plan consists of two programs, one of which is the Prepaid
Affordable College Tuition Program; and,

WHEREAS, the Board of Trustees {*“Board™) is created and charged with the
oversight of the PACT Trust Fund by Section 16-33C-4, with powers enumerated in
Section 16-33C-5(1)-(12); and,

WHEREAS, the Board annually reviews the Disclosure Statement and Rules for
any revisions or amendments; and,

WHEREAS, staff and General Counsel have provided the attached revised
documents for the Board’s review, consideration and approval;

THEREFORE, BE IT RESOLVED, that the Board approves the proposed 2006
Disclosure Statement and PACT Rules.




AGENDA ITEM IV (B)
Adepted Resolution by the
PACT Board of Trustees at its meeting on May 24, 2006

Topic: 2006 PACT Contract Pricing

WHLEREAS, the Legislature has created the Wallace-Folsom College Savings
Investment Plan pursuant to Title 16, Chapter 33C of the Code of Alabama, 1975; and '

WHEREAS, Section 16-33C-6 (&) provides in pertinent part that the board shall obtain
appropriate actuarial assistance; and,

WHEREAS, the Board of Trustess has with the assistance of the PACT Actuary,
determined that the following assumptions are reasonable for the pricing of the 2006 PACT
Contracts;

TBEREFORE, BE IT RESOLVED, that the Board, with the advice of the PACT
Actuary, adopts 2006 PACT Contract Pricing as foilows:

Four-Year University Contract

Tuition and Gualified Fee Inflation — 7.3%

Tuition Bias — 8%

Renefit Usage — 8 semesters @ 16 hours per semester

Two Year College Participation — 13% first two years at two-year colleges
Record Keeping Charges - $3/month or $100/lump sum

Investrment Return — 7.38% for 4 years, then 8% thereafter

Installment Interest Rate- 8.25%

Benefit Payvout Timing —~ September and January

Caneeliations - None




AGENDA ITEM IV, (C)

Adopted Resolution by the
PACT Board of Trustees at its meeting on May 24, 2006

Topic: Selection of PACT International Equity Manager

WHEREAS, the Legislature has created the Wallace-Folsom College Savrings
Investment Plan (the “Plan”) pursuant to Title 16, Chapter 33C of'the Code of Alabama,
1975 (the “Act™); and,

WHEREAS, the Board of Trustees (“Board™} is created and charged with the
oversight of the PACT Trust Fund by Section 16-33C-4, with powers enumerated in
Section [6-33C-3(1)-(12); and,

WHEREAS, the procurement of professional service providers is subject to the
requirements of Section 41-10-72(4), Code of Alabama, 1973, and,

WHEREAS, the Board of Trustees {“Board™) received 30 written responses to
the previously authorized Requests for Proposals for International Equity Investment
Management Services; and

WHEREAS, the PACT investment consultant, Callan Associates, has evaluated
all ot the Proposals and in conjunction with the Investment Commiitee has recommended
three {3) respondents to make oral presentations to the Board on May 24, 2006;

NOW, THEREFORE, BE IT RESOLVED, that based upon thoughtfui
consideration of the oral and written presentations made, the Board is satisfied that the
Manager selected has demonstrated the requisite expertise, ability and professional skill
necessary to best meet the current needs and best interest of the Program and the Board
authorizes the Treasurer 0 negotiate and execute a coatract with Acadian Asse
- Management for Intemational Equity Investment Management Services for PACT for;
period of five years; and further that if a Investment Management Agreement cannot be
successfully negotiated, that Treasury Staff s authorized to negotiate with the next
preferred respondent, Thomburg Investment Management.




AGENDA ITEM IV. (D.)

Adopted Resolution by the
PACT Board of Trustees at its meeting on May 24, 2006

Topic: Selection of PACT Large Cap Value Equity Investment Manager

WHEREAS, the Legislature has created the Wallace-Folsom College Savings
Investment Plan (the “Plan™) pursuant to Title 16, Chapter 33C of the Code of Alabama,
1975 {the “Act”); and,

WHEREAS, the Board of Trustees (“Board”) is created and charged with the
oversight of the PACT Trust Fund by Section 16-33C-4, with powers enumerated in
Section 16-33C-5(1)-(12); and,

WHEREAS, the procurement of professional service providers is subject to the
requirements of Section 41-16-72(4), Code of Alabama, 1975; and,

WHEREAS, the Board of Trustees (“Board”) received 51 written responses o
the previously authorized Requests for Proposals for Large Cap Value Equity Investment
Management Services; and

WHEREAS, the PACT investment consuitant, Callan Associates, has evaluated
all of the Proposals and in conjunction with the Investment Commitiee has recommended
three (3) respondents to make oral presentations to the Board on May 24, 2006;

NOW, THEREFORE, BE IT RESOLVED, NOW, THEREFORE, BE IT
RESOLVED, that based upon thoughtful consideration of the oral and written
presentations made, the Board is satisfied that the Manager selected has demonstrated the
requisite expertise, ability and professional skill necessary to best meet the current needs
and best interest of the Program and the Board authorizes the Treasurer o negotiate and
execute a contract with CS McKee & Company for Large Cap Value Equity Investment
Management Services for PACT for period of five years; and further that if a Investment
Management Agreement cannot be successfully negotiated, that Treasury Staff is
authorized to negotiate with the next preferred respondent, Capital Guardian Trust
Company.




AGENDA ITEM IV (E.)

Adopted Resolution by the
PACT Board of Trustees at its meeting on May 24, 2006

Topic: Selection of Investment Consultant

WHEREAS, the Legislature has created the Wallace-Folsom College Savings
Investment Plan (the “Plan”) pursuant to Title 16, Chapter 33C of the Code of Alabama. 1973
{the “Act™); and,

WHEREAS, the Board of Trustees (“Board™) is created and charged with the oversight
of the PACT Trust Fund by Section [6-33C-4, with powers enumerated in Section 16-33C-5(1)-
(12); and,

WHEREAS, the procurement of professional service providers is subject to the
requirements of Section 41-16-72(4), Code of Alabama, 1973 and,

WHEREAS, the Board of Trustees (“Board™) received 3 written responses io the
previously authorized Requests for Proposals for Investment Consuliing Services that were
evaluated by Treasury staff; and

WHEREAS, the Investment Committee has evaluated the information provided
and the performance of the current Investment Consultant; and

WHEREAS, the Committee recommends that the Board review the analysis of
responses to make a selection;

NOW, THEREFORE, BE IT RESOLVED. the Board has reviewed the responses
and is satisfied that Callan Associates demonstrates the reguisite expertise, ability and
protessicnal skill necessary to best meet the current needs and best interest of the
Program; and the Board authorizes the Treasurer to negotiate and execute a contract with
Calian Associates for [nvestment Consulting Services for PACT for a period of five
vears.




THE ALABAMA PREPAID AFFORDABLE COLLEGE TUITION
PROGRAM
MEETING OV THE BOARD F DIRECTORS
August 23, 2006

MINMO T~

Present:

Chatrman Kay [vey

Dr. Thomas Corts

iDr. Creg Fich

Vi Willie Huft

Mr. Ricky Jones

Dr. Harold McGee

Mr. Ed Sherling

Others Present:

Mirs. Darta Story, Assistant Treasurer and Chief Operating Officer
Vir. Anthony Letgh. Deputy Treasurer

Mrs. Brenda Emfinger, College Savings P"o‘z;mm Direcror

Mr. Roman McLeod. College Savings Programs Coordinator

Mro vitke Manasco. Treasury Legal Counse

My George Brown. George Brown & Associates

Mo Phil Rawlis, Associated Press

Mr. Bob Crompron. Actuartal Resources

Mio Bud Pellecchia, Callan Associates

Pursuant o written and public notice. a meeting ot the Board of D!Ic:ta:“ fih
PACT Program was held in the 2 floor Conference Room of the RSA Union
Building. Montgomery, Alabama on August 23, 2006.

£

Agenda Item [.
The meeting was called to order by Chairman Kav [vev at [0:30 am. Roll was
taken and a quorwm was present,

Agenda ltem 11

The minutes of the May 24, 2006 board meeting were presented. A motion was
made by Dr. McGee, seconded by Mr.Sherling for approval as written, The
motion unanimously carried.

Agenda Item [ (AL)
C'hairman [vev called on Brenda Emfinger for the program report, which i3
attached for reference. Ms. Emfinger gave the Board an overview of information




on the program. the financial statement. and contracted services. She also stated
that the staft will ssue a REP for wansition management in order for the Board w
elect several providers 1o perform thi: orvice

Agenda Item 1. (B.)

Chatrman Ivev called onn Bud Pellecchia for the quarterly investment report, which
is attached ror reference. Mr. Pellecchia gave an overview of the markets and the
trust tund. He stated that asset allocation was very close to the target and further
explamed that active managers trailed the indices for the quarter which attributed
to performance betow the benchmark. He then discussed individual manager
performance. Intech. Bear Stearns, Eamest Partners, Turner. New Star and
“Vertzm Assetare all bemg monitored bul he reminded the Board that they were
«ii Zairly new managers,  Bear Stearns. Zarnest Parmers and New St are under
review because of their undex‘pertormmce. he Board requested interim reports
be provided by ematl on those managers consistently underperforming.

Agenda [tem IV, (A)

Mr. Pellecchia discussed Bear Stearns. reminding the Board that even though thev
did not meet the Invesument Policy requirement for termination, their performance
conténued to lag. He stated that since inception, they were behind the benchmark
Dy +.7%. but thewr performance had improved since June 2006, He further stated
that he be!ze» ed thew stvle would come back into favor. Mr. Pellecchia reminded
the board that at the May meetng. CS MckKee had been sefected as a large cap
value equity manager (f the Board chose to replace Bear or transfer a pomon or
Bear's assets. Mr. Petlecchia also reported thar Bear has agreed to walve thewr
management fee un:! Novemoer.

Upon turther discussion. M. Pellecchia recommended taking half of the assets
trom Bear Stearns and placing them with CS MceKee. A moetion was then made by
My, Jones to reduce half of the Bear assets of approximately 392 5 2008 and
place them with CS McKee, and to review Bear Stearns’ performance at the end of
the quarter tor additional consideration of terrination. The motion was seconsded
bv Mr. She lmo with unanimous approval. Mr. Peliecchia will provide updated
performance returns by CS MceKee for distribution o the Board oy email.

Agenda Item IV, (B.)

Chatrman Ivev asked Mr. Pellecchua to discuss the recommended changes to the
[nvestment Policy. Mr. Pellecchia discussed the requested changes made b
Acadian, a new international manager. The recommended changes and pz‘ex'ious
changes to the 2005 Investment Policy were presented for adoption. A motion
was made by Mr. Fuftt 1o adopt the resolution presented tor the 2006 [nvestment
Policy which incorporated the changes. The motion was seconded by Mr. Jones
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AGENDA ITEM IV. (B.)

Adopted Resolution for Consideration by the
PACT Board of Trustees at its meeting on Auzust 23, 2006

Topic: Adev-ion of 2006 Trvaer - Datiey

WHEREAS, the Legislature has created the Wallace-Folsom College
Savings fuvestment Plan (the ~“Plan™) pursuant tw© Title 16. Chapter 33C of the
Code of Alubama, 1975 (the “Act™); and,

WHEREAS. the Board of Trustees (“Board™) is created and charged with
the owversight of the PACT Trust Fund b‘» Section 16-33C-4. with powers

enumerated in Section 16-33C - 7 170 ot

WHEREAS. the Board has the power to invest as it deems appropriate any
runds in the PACT Trust Fund in any instrument. obligation, security. or properiy
that constitutes legal investments for public funds in the state, including legal
investments for the State Treasurer and the Alabama Trust Fund; and.

Whereas. the Board has the power o estaviisn other policies, procedures.
and criteria necessary to implement and administer the piO‘dblOﬂ s of the faw and.

Whereas, the Board's Investment Consu ltant, C-—%%an Associates. has
reviewed and recommends :mpromi of the marked revisions on page 3 of the
ivestment Policy to provide divection 1o the ber 'ma'.\ aunoste mernational

{
equiny manager and.,

Whereas, the Board has considered the recommended revision as artached
Herelo.

Now, Fherefore. Be It Resolved. that the revised Investment Policv and
Gurdelines Statement dated August 2005 as _—\mendcu November 30 2003 shall
hereatter be *es'ﬂnared and published o the PACT Disclosure :mtcmcnf & -‘I“if .—\ugus;

fnvestment Policy and Guideline Statement and 13 nereby app i
behalr of d PACT Program

Qi




AGENDAITEM IV, (C)

Adopted Resolution for Consideration by the
PACT Board of Trustees at its meeting on August 23, 2006
Topic: Selection of Contract Options

WHEREAS, the Legislature has created the alace-Folsom College
Savings [nvestment Plan (the “Plan”™) pursuant to Title 16, Chapter 33C of the
Code of Alabama. 1973 (the “Act™); and,

WHEREAS, the Board of Trustees ("Board™ is ¢renrad :md charged with
the oversight of the PACT Trust Fund by Section 16-33C Wit powers
enumerated 1n Section 16-33C-5(1)-{12}: and,

WHEREAS, Section 16-33C-7 (a)(D)-(11) provides he =ininom
mandatory terms to be included in each PACT contract including, but not limied
. (1} The amount and the number of contract payments required from a purchaser
on behalf of a designated beneficiarv: (9} The number of credit hours contracted
tor bv the purchaser: (10) All other rights and obligations of the purchaser and the
PACT Program: and (11) such other rerms. conditions. and provisions as the board
considers in 1ts sole discretion to be necessary or appropriate; and.

WHERIEAS, the Board has received and considersd  information fom
Treasury sttt that contract pricing may be a contributing factor to recent declining
sales and {iua offering additional contract options for purchase mav be attractive w©

Adcbuma ciizens: now.

THEREFORE BE IT RESOLVED, that the Board authorizes developing
the  following  additional PACT  product: One Year at a Four-Year

11 T Temr e rimgemrme e " ey e -1
Tolleas Dinrversiey Contraer and., -

BE I'l FURTHER RESOLVED. that Treasury statf is empowerad w
formulate otficial agreements, marketung, technical. and adnunistranive details ©
i

otffer sad conwracts for sale during the 2007 Enrollment Period.




AGENDA TTEMN IV (D))
Adopted Resoiaaui for Consideration by the
PACT Board of Trustees at its meeting on August 23, 208
Topic: Assumptions for 2006 PACT Trust Fund Valuation

WHEREAS, ihe Legisiature has croonsd cho Wall oo-Faleosy Cofless Sain s

-

fnvesunent Plan (the “Plan™) pursuant 1o Tst!c ib Claptel “g of the Co({e of Alabama. 1973
(the "Act): and,

WHEREAS, the Board of Trustees {("Board") is created and charged with the oversight
of the PACT Trust Fund by Section 16-33C-4, with powers enumerated in Section 16-33C-3(1)-

Whereas, as a part of oversight the Board of Trustees s responsible for approval o: the
actuaral abmmp s used in the anrual Fiseal vear end valianon of e rwst fund: and,

Whereas, Robert B. Crompton, Acwmarial Resources Corporation. the actuarial
consultant. has provided his recommendations. assumptions and advices to the Board. and the
Board had substantial discussion and consideration thereof:

Therziore. Be [t Resolved. that the Board adopts the following assumpiions o be used
m the September 30, 2006 trust tum, aluation:
Tuition Intlation: 7.23%

investment Retwn: 7.929% through 2011 8.3% thereafter

Two-Year College Participation: 17.53%

Bias Toward Higher Jost Institutions: Four-rear - 27y Two-Year - 37y

Paviment of Tuition and Quahified Fees: 13 hours for 8 semesters, 8 hours final semester:

0y

4325 fall (November), 4326 spring { March). 10% summer (August)

Conrract Cancellarions:

iYear 0 = vear of purchase) . Lump Sum | 5-Year . Extended
Yeur U : 2% 3% 6%
et 3% 2% | 3%
Year 2 3% 1% ; Y
Year 3 3% : 1% 4%
Year 4 5% 1% : % -
Year 3 and fater 3% 1% 2%

Death and Disabihiey: 0
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Agenda Item 1L

THE ALABAMA PREPAID AFFORDABLE COLLEGE TUITION
PROGRAM
MEETING OF THE BOARD OF DIRECTORS
November 29, 2006

MINUTES

Present:

Chairman Kay Ivev
Dr. Thomas Corts
Dr. Greg Fitch

Mr. Willie Huff
Mr. Ricky Jones
Dr. Harold McGee
Mr. Ed Sherling

Others Present: :

Mrs. Daria Story. Assistant Treasurer and Chief Operating Officer
Mr. Anthony Leigh. Deputy Treasurer

Mrs. Brenda Emfinger. College Savings Programs Director
Mr. Roman McLeod. College Savings Programs Coordinator
Mr. Mike Manasco. Treasury Legal Counsel

Mr. George Brown. George Brown & Associates

Mr. Dave White, The Birmingham News

Mr. Bud Pellecchia. Callan Associates

Mr. Bob Lowry, The Huntsville Times

Ms. April Simmons, INVESCO

Pursuant to written and public notice. a meeting of the Board of Directors of the
)

PACT Program was held in the 3" tloor Conference Room of the RSA Union
Building, Montgomery, Alabama on November 29, 2006.

Agenda Item L .
The meeting was called to order by Chairman Kay Ivey at 10:00 a.m. Roll was
taken and a quorum was present.

Agenda Item 11

The minutes of the August 23. 2006 board meeting were presented. A motion was
made by Dr. McGee, seconded by Dr. Fitch for approval as written. The motion
unanimously carried.




Agenda Item II1. (A.)

Chairman Ivey called on Brenda Emfinger for the program report, which is

attached for reference. Ms. Emfinger gave the Board an overview of current work

and updated information on enrollment. She stated that 478 applications had been
1707

received with 33% of those ontine. This is about the same number received in
2005 at this point in the enrollment period.

Agenda [tem II1. (B.)

Chairman Ivey called on Bud Pellecchia for the quarterly investment report. which
i attached for reference. Mr. Pellecchia informed the board that a pending lawsuit
against Callan by the City of San Diego had been settled. In the settlement. San
Diego acknowledged that they found no evidence that Callan engaged in “pay to
play™ or any other unfair business practices in connection with the hiring of money
managers. The City of San Diego was asking for $30 million but the settlement
was for 54.3 million which would be paid by Callan’s insurance companyv.

Mr. Pellecchia gave an overview of the markets and the trust fund. He stated that
assct allocation was very close to the target and that the vearly total return was
9.98%. The return for the quarter was 4.21% verses the target of 4.05%. He then
discussed individual manager performance. He reported that InTech was slightly
below the benchmark. returning 2.78% verses the benchmark of 3.94%:
Rhumbline was at the benchmark: Bear Stearns had stellar performance returning
9.16% verses the benchmark of 6.22%; Eamest Parters underperformed a -2.35%
verses the benchmark of 2.535%: Turner Partners underperformed at -3.83% verses
the benchmark of -1.76%: New Star returned 3.69% verses the benchmark of
3.93%: Sterne Agee returned 3.7% verses the benchmark of 3.81%:; and Western
Asset Management returned 4.6% verses the benchmark of 3.81% although there
was a discrepancy between the numbers reported by the Custodian. Bank of New
York. and the manager. Mr. Pellecchia then provided an explanation for the
underperformance of each manager. He further stated that the portfolio was well
positioned for performance to improve. Mr. Huff asked if there were anv other
asset classes that the board should consider and Mr. Pellecchia stated that some
changes had been made to accommodate additional classes after the last asset
alfocation study but that at this time, he did not believe there was a need for
additional classes.

Agenda Item 1V. (A)

Chanman Ivey called on Anthony Leigh for a marketing report. Mr. Leigh stated
that an effort was being made to blend the marketing for both 329 programs. To
that end. a brochure was developed to give the basics for both programs and this




had been matled 1o various groups. He also stated that the expanded use of emai
had allowed a more extensive network of marketing.  Various ads were used for
radio and elevision. Itwas agreed that another email would be sent to college
presidents to encourage them o alert alumni that the enrollment period for PACT
ends in December.

Agenda I[tem 1V, (B.)
Chairman [vey informed the board that the report from the Examiners of Public
Accounts had been received and there were no findings.

Agenda Item IV, (E. 1)

Chairman [vey introduced Mr. Trey Greer and Mr. Wayne Taiu from Farnest
Partners who presented information to the board with is attached for reference.
They explained the fundamentals of their portfolio and answered questions from
the board.

Agenda ltem V. (E. 2)

Chamn&ﬂ [vev introduced Mr. Michae!l Bartek and Mr. Brian Colfev from New
Star Institutional Managers who presented information which is atached for

reference. They discussed their portfolio and answered questions from the board.

Agenda item V. (A))
Chairman [vey reminded the board of the meeting dates that had been provided for

2007,

There being no further business. the meeting was adjourned.

Chairman Kav I\e/

Ve,
/,






